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is that correct?

A If the same two actual facilities are the ones
that happen to get used, which may or may not occur in that
particular instance.

Q Well, if the customer has already got a loop and
a port already hooked together --

A Yes.

Q -- and AT&T requests an unbundled loop and an
unbundled port to serve that customer, wouldn't it be most
efficient for you to go ahead and use the same loop and
port that are already hooked together to meet that request?

A And that is certainly possible. That is called

resale. Since that is a retail service --

Q So it's your --

A Can I finish my answer, sir?

Q Yes, go ahead, I'm sorry.

A Thank you. The scenario you just painted for me

was a customer that had a retail service from BellSouth, a
residence or a business line presumably, and AT&T wants to

take it over in an efficient manner, and they can certainly

do that, and that is called resale of residence or business

service.
Q So it's your testimony then that BellSouth would
disconnect these various elements and would require AT&T to

hook them back together, even if they were already
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connected when AT&T made the request; is that your
testimony?

A No, sir, I didn't say anything like that. I
don't know how you got that from my testimony.

Q I thought that's exactly what you said.

A Let me try it again. The scenario you painted
for me was AT&T wanted to take over an account or a service
from an existing customer, and you said you wanted to do it
in an efficient manner. One such scenario for doing that
is to take that exact customer and that exact service to
that customer and do something called change as-is, which
is to take over everything sort of lock, stock and barrel,
whatever that customer has, without changing one thing,
change the billing to AT&T or a CLEC and purchase it via
resale. And that's a very efficient manner to operate in,
and any CLEC is entitled to do that.

Q Okay. Now let's go back and let's talk about
AT&T's request to serve that customer using unbundled
network elements.

A Okay.

Q And let's assume for a moment that there is
already a loop and a port hooked together serving that
customer. Is it your testimony that AT&T -- you would
disconnect the loop and the port and then you would require

AT&T to somehow hook those back together to serve the same
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customer that you already have a loop and a port out there
serving?

A ATsT would force me to do that, sir, because AT&T
just ordered a loop and a port, happens to be a particular
existing customer. AT&T has now chosen to combine them
themselves, therefore, I have no option and no choice but
to do exactly what you just said.

Q So it's your testimony then that by virtue of
making the request, AT&T has required you to disconnect
elements that are previously connected and then reguire
AT&T to rebundle them?

A Again, I don't -- trying not to talk past each
other, there are two different options we are talking about
here, maybe three options, and maybe I ought to go through
each one of.

Q Let's forget about resale for a moment so we
don't bump past each other.

A Okay.

0 And let's talk about a loop and a port that are
connected today.

A Okay.

Q And AT&T comes to you and says I want to buy that
loop, and I want to buy that port so I can serve that --

A Okay, the only --

o] Let me finish my question, please, sir.
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A Sure.

Q Is it your position that the loop and the port
would then have to be disconnected from one another and
then AT&T would have to figure out some way to make that
connection prior to serving the customer?

A The answer to that question is yes if AT&T orders
a loop and port under the current conditions of our
statement and under the térms of the eighth circuit court
decision. In addition, as the statement talks about, if
AT&T wanted to come to BellSouth and said, we would like
you to do some form of combination of those elements for
you, that's what I indicated earlier, it could be
negotiated between the parties; and if appropriate
conditions develop between AT&T and BellSouth, it could be
accommodated potentially. But that is something that is
beyond the scope of the statement and would have to
subsequently be negotiated.

Q Mr. Scheye, is it your testimony that the policy
that you just articulated is in compliance with the eighth
circuit court decision?

A Absolutely, sir, that's why we changed the
statement to make sure we could reflect that properly.

o] So it's your testimony that the eighth circuit
decision allows BellScuth to unbundle -- or excuse me,

unconnect elements that are previously connected in order
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to require a requesting carrier to then make the
connection?

A I don't believe I said that, and let me try it a
different way. We are talking about a customer to start
with -- our scenario started with a customer with an
existing telecommunication service provided by BellSouth.
The capabilities provided in that particular
telecommunication service, call it a 1FR or a 1FB, uses all
the components of BellSouth's network. It uses everything
that we provide today in our local network, that is why we
have it. Now that is a basic retail service that is out
there. Now AT&T comes and says, I want to use a loop and
port component. We are not taking apart unbundled network
elements. We're simply -- you're asking me about a retail
service, and now AT&T could subsequently order the pieces.

Q Mr. Scheye, I'm really not trying to talk past
you. You know, I think you and I both understand we are

talking about the use of unbundled network elements.

A Yes, agreed.

Q We are not talking about a resale service.

A That is where we started, sir.

Q We are talking about using unbundled elements to

serve an existing customer. Now is it my understanding
that the only way -- that there are only two ways, excuse

me, that I can use, as an ALEC, I can use those elements to
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serve an existing customer? One way would be for you to
unconnect the service that is connected out there today and
sell me that piece part and require me to somehow figure
out a way to rebundle it; or in the alternative, I could
make a boné fide request to BellSouth and pay what is known
as the glue charge; is that correct?

A Or you could resell the service.

Q But we are talking about the use of unbundled
elements, are we not, Mr. Scheye?

A We're not, that's the problem. You want to
assume that this customer has a series of unbundled network
elements, and what I'm suggesting to you is that the
customer in question has a retail service that uses all of
BellSouth's network. It happens to use loops, ports,
transport, everything that is unbundled ocbviously, but it
is buying a retail service. And now you are asking me to
tear apart piece parts of something or other; it is not
unbundled network elements. You are asking me to provide
AT&T components of network, and I am willing to do that.
I'm willing to do that in accordance with our statement,
and I'm willing to do that in accordance with the eighth
circuit decision.

Now what the eighth circuit decision tells me is
in providing unbundled network elements, BellSouth, guote,

doesn't have to do all the work. The carrier, in this case
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AT&T, should do or can do the combination of elements. I
have also indicated that BellSouth is willing to negotiate,
if you want us to do some additional work, which has been
called the glue charge.

Q Mr. Scheye, isn't it a fact that the eighth
circuit left FCC Rule 51.315(b) standing?

A Yes, but I don't believe that --

Q And doesn't that rule --

A Can I finish my answer, sir?
Q Yes, sir, go ahead.
A That rule and the paragraph that led to that rule

does not change anything that we have just talked about.

Q Mr. Scheye, doesn't that also -- doesn't that
rule provide that except upon request an incumbent LEC
shall not separate requested network elements that the
incumbent LEC currently combines?

A Correct, and we are not doing that.

Q Mr. Scheye, let's talk for a minute about how I
would go about serving a customer if I were able to use
unbundled network elements. The first thing I would need
would be a NID; is that correct?

A Yes, you can purchase a NID.

Q Network interface device. And that would cost 76

cents a month; is that correct?

A In the statement? Are we referring to the prices
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would be only -- from what I've seen, it's only the case
wherein BellSouth would actually be combining the
elements, not the case where you would be combining them
yourself. That's the situation that I've described that
we would not be offering. We will not combine them for
you. We will terminate them in your collocation space
and you can combine them yourself.

Q I'm sorry. That in fact was my question.
Let's say Intermedia wasn't inclined to put a
multiplexer in its collocated cage, but instead wanted
BellSouth to perform that multiplexing function and then
provide a cross-connect from that multiplexer to
Intermedia's collocated cage. In that case, would
BellSouth impose a GLUE charge for combining the
unbundled loop with the multiplexer?

A Well, no, we would not apply a GLUE charge in
that case as you described it, because the GLUE charge
would only be applicable if BellSouth was combining the
elements itself. We will not be combining them.

Now the other issue of whether or not such a
service as you described will even be offered, I can't
answer. You'll need to ask Mr. Scheye, because what you
seem to have described is another variation of subloop

unbundling.

Q So is it your -- is it BellSouth's position,
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then, that if I am Intermedia and I said I want to order
a 56 kilobit digital loop, or let's say some other kind
of loop, let's say one of the loops that's definitely in
your statement, a DS-1 loop, and I said, hey, BellSouth,
I would like you to multiplex this in the central office
to me before handing it off to my collocated cage,
BellSouth would reject that request?

A Well, there's no reason to multiplex a DS-1
loop.

Q Let's say I wanted a DS-3 cross-connect to my
cage.

A If you wanted a DS-3 loop, I think you would
request that through the bona fide request process, if
it was offered.

Q Well, let's say the MUXing I want, I wanted to
MUX it down into a bunch of voice grade circuits.

A Again, if you wanted to put in a multiplexer,
you're free to do that, and you can multiplex it however
you want. What you're describing with a GLUE charge is
somehow where BellSouth combines multiple network
elements. It doesn't sound like what you're asking for
is in fact even multiple network elements. It sounds
like it is some subpart of a network element that you
want to have divided somehow.

Q Well, let's use another example then. Let's
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say I wanted a DS-1 unbundled loop and I wagted to
purchase BellSouth's DS-3 interoffice transport. 1
wanted to buy each of those as an unbundled network
element. Would BellSouth hook those two elements up for
me?

A We will send them to your collocated cage and
then you can hook them yourself. We won't combine them
for you.

Q How about a loop and a network interconnection
device, if I --

A That is the loop.

Q BellSouth defines the loop as including a NID?

A Yes.

Q Let's talk about the unbundled -- the subloop
distribution element listed in the BellSouth statement.
Let's say I wanted that and in a NID. Could I get those
two?

A I don't know how you would do it. If you
could figure out a way to do it.

Q Let's say I wanted to provide my own feeder --
my own feeder, all right, so I'm going to run a DS-1
feeder from my collocated cage to a controlled
environmental vault halfway in the loop. I want there
to cross connect to a 56 digital conditioned feeder a

distribution loop, which is listed -- a distribution
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1. I am employed by AT&T Corp. ("AT&T") as the State Manager,
Regulatory for the State of South Carolina. My business address is 440 Knox Abbott
Drive, Cayce, South Carolina 29033. My responsibilities include representation of
AT&T on regulatory matters before the South Carolina Public Service Commission
("SCPSC"), including review of filings made to the SCPSC.

2. In South Carolina, contract service arrangements ("CSAs"), which include
special service arrangements (SSAs), customized telecommunications service agreements

(CTSs), volume and term arrangements (VTAs), and master service agreements (MSAs),



are required to be filed with the SCPSC. I have personally reviewed the CSAs that
BellSouth has filed with the SCPSC, most recently on September 19, 1997.

3. In 1996, BellSouth filed 66 CSAs with the SCPSC. For 1997, through
September 26, 1997, the number of BellSouth-filed CSAs had increased to at least 141,
with 32 being filed in March 1997 alone. These CSAs cover BellSouth's provision of
telecommunications services to the end user customer specified in the contract. For
example, BellSouth's CSA with General Electric includes basic business service, ISDN
business services, and Megal.ink services. CTS Agreement, BellSouth and General
Electric, Tariff 97-13 (SCPSC).

4. Many of the CSAs include term commitments with substantial early
cancellation penalties. For example, BellSouth's agreement with NationsBank, which
runs for three years, includes termination penalties of at least $3 million for the first year

and $2 million for the second year. CTS Agreement, BellSouth and NationsBank, Tariff

97-110 (SCPSC, filed March 18, 1997).
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